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Chile's Stabilization Program 


The Government of Chile has consulted the Inter- 
national Monetary Fund on its program for dealing 
with the country’s foreign payments problems with the 
help of fiscal and monetary measures. Following these 
consultations, the Fund has agreed to a stand-by 
arrangement under which Chile may draw up to US$8.1 
million from the Fund during the remainder of this 
year. 

The Chilean Government has also made arrange- 
ments for financial resources from the U.S. Govern- 
ment and private banks in the United States. The total 
amount of credit that is expected to be available to 
Chile is $130 million. This includes $27.4 million from 
the Export-Import Bank of Washington to assist the 
Chilean Government in a capital investment program 
with equipment to be bought in the United States, and 
$1.5 million from the International Cooperation Admin- 
istration for expansion of public services. The Export- 
Import Bank has also stated that it is preparing to 
complete studies involving prospective credits of about 
$25 million to private companies in Chile. Credits 
amounting to $53 million have been tentatively approved 


by 11 U.S. commerciai banks. The funds will be used 
to refund previous government obligations and to finance 
the Government’s expenditure program. 

The U.S. Treasury has agreed to an exchange agree- 
ment of $15 million with Chile. This replaces a similar 
agreement for $10 million which since April 1956 has 
permitted Chile to request the U.S. Exchange Stabiliza- 
tion Fund to purchase Chilean pesos should the occasion 
for such a purchase arise. Any pesos so acquired will 
subsequently be repurchased by Chile for dollars. 

The Chilean Government has stated its intention to 
continue to operate a free exchange market in which 
the value of the peso will be determined by basic supply 
and demand forces, government operations in the mar- 
ket being confined to minimizing exchange rate fluctua- 
tions arising from purely temporary or erratic influences 
which do not reflect a fundamental trend in the market. 
Sources: International Monetary Fund, The Export- 

Import Bank of Washington, and Treasury 
Department, Press Releases, Washington, 
D.C., May 18, 1959. 


IBRD Loans to Colombia and Honduras 


Loan to Colombia 

The World Bank on May 20 made a loan equivalent 
to $12 million to the Empresas Publicas de Medellin, 
an autonomous public agency that provides power, 
telephone, water and sewage services in the Medellin 
area, for a hydroelectric power project to provide 96,000 
kilowatts of additional generating capacity for Medellin 
and neighboring towns in west central Colombia. The 
Grace National Bank of New York is participating in 
the loan, without the World Bank’s guarantee, to the 
extent of $100,000, representing part of the first matu- 
rity that falls due February 15, 1963. 

The loan, which is guaranteed by the Government of 
Colombia, is for a term of 25 years and bears interest of 
6 per cent including the 1 per cent commission which 
is allocated to the Bank’s Special Reserve. Amortiza- 
tion will begin February 15, 1963. The total cost of the 
extension of hydroelectric power that is planned is the 
equivalent of $19,350,000. The Bank loan will cover 
the foreign exchange requirements. 

Loan to Honduras 
The World Bank on May 20 made a loan of 


$1,450,000 to the Empresa Nacional de Energia Eléc- 
trica, an autonomous government agency that is the 
sole supplier of power to Tegucigalpa, for the expansion 
of electric power facilities in the metropolitan area of 
Tegucigalpa, the capital of Honduras. The project will 
improve the electricity distribution system of the city, 
and will increase generating capacity sufficiently to meet 
the need for power for several years. The Bank of 
America and the National Bank of Washington (D.C.) 
are participating in the loan, without the World Bank’s 
guarantee, to the extent of $123,000, representing the 
first three maturities that fall due between September 1, 
1962 and September 1, 1963. 

The loan, which is guaranteed by the Government of 
Honduras, is for a term of 15 years and bears interest 
of 6 per cent including the 1 per cent commission which 
is allocated to the Bank’s Special Reserve. Amortiza- 
tion will begin in September 1962. 


Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 
D.C., May 20, 1959. 





Europe 


Monefary and Financial Developments in the EEC 

The Monetary Committee of the European Economic 
Community, in its first report, reviews monetary and 
financial developments in member countries in 1958 
and pays particular attention to the consequences of 
external convertibility. In general the monetary situa- 
tion developed favorably in 1958. Inflationary pressures 
subsided and prices were stabilized, but there was some 
stagnation in industrial activity. The balance of pay- 
ments of most countries showed large surpluses. The 
resulting increases in gold and foreign exchange reserves 
gave rise to a marked increase in the liquidity of the 
banking system and a fall in interest rates. 

This general picture applies to France, where infla- 
tionary pressures were particularly strong in 1956 and 
1957, only with certain modifications and allowing for 
a time lag. However, the program of stabilization intro- 
duced at the end of 1958 (see this News Survey, 
Vol. XI, p. 213), backed by substantial foreign finan- 
cial resources, had enabled France to fulfill its obliga- 
tions under the Rome Treaty as of January 1, 1959. 

The EEC Monetary Committee believes that the 
establishment of external convertibility and the coopera- 
tion between EEC members under the European Mone- 
tary Agreement has facilitated the realization of the 
objectives of the Common Market, as it has entailed 
complete liberalization of transfers between member 
countries. However, the convertibility measures cannot 
be expected, at least in the short run, to bring important 
modifications in the payments system with third coun- 
tries. There are still important differences between the 
member countries in respect of the degree of liberaliza- 
tion of transactions in goods and services, as well as on 
capital account. These differences should be reduced 
gradually. 

The Committee concludes that external convertibility 
and the abolition of the automatic credit facilities of the 
EPU necessitate close cooperation between the member 
countries, in order to maintain financial and monetary 
stability. Divergent policies would gravely endanger the 
progress already made in this field. 

Source: European Economic Community, Monetary 
Committee, Premier Rapport d’ Activité, Brus- 
sels, Belgium, February 28, 1959. 


Gold Price in London 

The dollar price of gold on the London bullion mar- 
ket on May 13 was $35.14 per fine ounce. Except for 
October 1958, this is the highest price established at any 
time since the market reopened in 1954. It slightly 
exceeds the price reached during the middle of last year 
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when there was a considerable outflow of gold from 

the United States. 

Source: The Financial 
May 14, 1959. 


Times, London, England, 


Facilities for Gold Sales in Canada and London 

New facilities for transactions in gold have been intro- 
duced in the London and Canadian bullion markets. 
Samuel Montagu & Co., the London bullion merchants, 
in cooperation with the Bank of Nova Scotia, have made 
arrangements to issue a new type of negotiable and 
conditionally transferable gold certificate, which will 
entitle the holder to call for delivery of gold in either 
London or Toronto. The buyer of a London certificate 
will be entitled to demand payment in gold in London, 
or to exchange it for a Toronto certificate against pay- 
ment (or receipt) of the difference between the prices 
of gold in the two centers. The Bank of Nova Scotia 
has already been issuing gold certificates in Canada 
which were intended to make it easier for foreigners, 
including U.S. residents who are forbidden by federal 
law to have gold bullion in their possession in the United 
States, to buy or sell gold physically held in Canada; 
these certificates can now be exchanged for the new 
interchangeable certificates. Samuel Montagu & Co. will 
hold gold against the certificates issued by them but 
will not earmark specific bars against the certificates in 
issue. This will provide flexibility in dealings, making 
it possible for Samuel Montagu & Co. to forgo any safe- 
keeping charges for the gold held on behalf of the 
certificate holders. The price charged to the buyers will 
be the London selling price and will include the cus- 
tomary commission. The Bank of Nova Scotia has also 
stated that ample gold supplies will always be on hand 
to meet any obligations to certificate holders. 

These facilities are not available to U.K. residents. 
Exchange control regulations make it impossible for the 
certificates to be held by residents of the sterling area, 
and they have to be paid for in “external account 
sterling” or any other convertible currency. The certifi- 
cates will, however, represent the cheapest and most 
convenient way of investing in gold, and it is expected 
that they will attract to the London market much of the 
devaluation-hedge business which has become a size- 
able factor in the international gold market during the 
past year. 

Sources: The Journal of Commerce, New York, N.Y., 
May 14, 1959; The Economist, London, Eng- 
land, May 16, 1959. 


U.K. Subscription to IMF 

The Chancellor of the Exchequer announced on 
May 15 that the United Kingdom’s additional sub- 
scription to the Fund in respect of the proposed quota 
increases will be made before the end of May. The 
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contribution will amount to £58 million in gold, and 
£174 million in sterling, to be held in the United King- 
dom in the form of interest-free notes. The United 
Kingdom’s new quota will amount to $1.95 billion. 
Source: The Financial 
May 16, 1959. 


Times, London, England, 


U.K. Steel Output 
The first clear statistical evidence of recovery of 
activity in the U.K. steel industry is given by the pro- 
duction figures for April. The recovery is patchy, and 
there is still a substantial margin of surplus capacity in 
the industry. However, crude steel output was higher 
than in any month since April last year. One important 
reason for the low demand for crude steel during the 
past 12 months is that the steel-using industries have 
been running down their stocks. In the 12 months from 
the end of March 1958, when stocks were at their 
highest, the stocks of finished steel held by consumers 
and merchants were reduced by 18 per cent, to about 
3,750,000 tons. Some of the heavy industries, whose 
reduced buying and selling was a major factor in the 
industry’s decline in the past year, seem now to be 
accepting slightly higher tonnages of crude steel. This 
tendency, together with the buoyancy of demand from 
the manufacturers of cars and household goods, has 
produced the first stages of a recovery. Weekly output 
in April increased by 25,000 ingot tons, to 387,000 
tons, which, however, is still 5 per cent less than the 
average for April of last year. Steel furnaces worked to 
81.5 per cent of capacity in April, compared with 76.5 
per cent in March. 
Source: The Financial 
May 14, 1959. 


Times, London, England, 


U.K. Balance of Payments Statistics 
The Chancellor of the Exchequer announced on 
April 28 that steps were being taken to ensure better 
and more up-to-date information on two aspects of the 
balance of payments of the United Kingdom. After 
informal consultation with representatives of those con- 
cerned, it has been decided to institute direct enquiries 
with regard to the insurance industry and to interest, 
profits, dividends, and capital transactions connnected 
with investment by British companies abroad and sim- 
ilar investment by overseas companies in the United 
Kingdom. The enquiries will be carried out mainly by 
the statistical division of the Board of Trade, who will 
keep in touch with the Bank of England. 
Source: The Manchester Guardian, Manchester, Eng- 
land, April 29, 1959. 


U.K. Trade 


Provisional trade figures for April show that U.K. 
exports rose by £25.6 million in April to £296.3 mil- 
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lion, a monthly figure that has been exceeded only in 
May 1957. Imports also rose sharply to £346.1 mil- 
lion, compared with £322.5 million in March, and 
there was a seasonal fall of £1.5 million, to £11.3 mil- 
lion, in re-exports from the United Kingdom. The trade 
gap was thus reduced by £500,000, to £38.5 million. 
The trade gap has been about this size for the first four 
months of this year, and is about £12 million more 
than in the same period of 1958. 


Source: The Times, London, England, May 13, 1959. 


Benelux Budgets in 1955-58 

The Secretariat of the Benelux Customs Union has 
published a comparative study of the budgets of the 
three member countries for the period 1955-58. Total 
budgetary expenditure amounts to some 25 per cent 
of the national income in Belgium and Luxembourg, 
and in the Netherlands to 31 per cent. Total budget 
receipts amounted to 20 per cent of national income in 
Belgium, 25 per cent in Luxembourg, and 30 per cent 
in the Netherlands. 

Budgetary expenditure is covered by taxes in the 
Netherlands and in Luxembourg to a larger extent than 
in Belgium, where taxes are lower and considerable use 
is made of public loans to cover part of the expenditure. 
In the period under review, the budgetary deficit in 
Belgium was seven times as great as in the Netherlands. 
In the ten-year period 1949-58, the Belgian public debt 
increased by 40 per cent, compared with a 10 per cent 
increase in Luxembourg and a 32 per cent decrease in 
the Netherlands. 

Direct taxation on income and property is twice as 
high in the Netherlands as in Belgium, where indirect 
taxes cover some 60 per cent of total tax receipts, com- 
pared with about 40 per cent in the Netherlands. 

There are still basic differences between the structures 
of the main economic categories of budget expenditure 
in the Benelux countries. In the Netherlands, total 
expenditure for government consumption, income trans- 
fers, and government investment amounts to 13 per 
cent, 14 per cent, and 4 per cent, respectively, of the 
national income. In Luxembourg, the comparable fig- 
ures are 10, 10, and 6, and in Belgium, 9, 12, and 4. 
In Luxembourg, capital expenditure is greater than in 
Belgium or the Netherlands. Belgium made a special 
financial effort to expand net investments in the early 
postwar years, while the Netherlands has been steadily 
increasing its expenditure for this purpose over the last 
few years. 

Budget appropriations for servicing the Belgian pub- 
lic debt increased by nearly 70 per cent between 1949 
and 1958; in the Netherlands similar appropriations 
were reduced by 10 per cent. 

Social transfers are more important in Belgium and 
Luxembourg than in the Netherlands, because of higher 
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appropriations for war pensions and old-age pensions, 
family allowances, health schemes, and unemployment 
benefits. On the other hand, economic transfers, for 
example, transfers through rent and housebuilding sub- 
sidies and price subsidies made available through the 
Agricultural Equalization Account, are a much heavier 
burden on the Netherlands Treasury than are similar 
expenditures (including subsidies to the coal mines) in 
Belgium. The Belgian budget has to cover the large 
deficits of some public enterprises, and in particular of 
the railways. Such deficits are relatively unimportant in 
the other two countries. Transfers to local authorities 
amount to 3.3 per cent of national income in Belgium, 
2.4 per cent in Luxembourg, and 5.6 per cent in the 
Netherlands, where local taxes are much less important. 
Expenditures for defense, social provisions, educa- 
tion, and public communications account for almost 60 
per cent of the total budget in both Belgium and the 
Netherlands. The Luxembourg defense expenditure is 
relatively much lower. 
Source: Secrétariat Général de L’Union Douaniére 
Néerlando-Belgo-Luxembourgeoise, Etude 
Comparative des Budgets Belges, Néerlandais 
et Luxembourgeois, 1955-1958, Brussels, Bel- 
gium. 


Netherlands Loans in Netherlands Antilles and Surinam 

A loan of f. 38 million (US$10 million) to the 
Netherlands Antilles, carrying interest at 442 per cent, 
has been issued recently in the Netherlands. The loan 
is issued at par and repayment will be in equal install- 
ments over a period of 20 years. The loan is guaran- 
teed by the Netherlands Government and will be used 
in part to repay certain short-term debts incurred for 
the financing of development in Aruba and Curagao. 

The Netherlands Trading Society, a private bank, has 
made a short-term loan of f. 6 million ($1.6 million) 
at 4¥%2 per cent to the Surinam Government. It is 
understood that this loan is to be repaid during 1959 
from the proceeds of a long-term issue which the 
Surinam Government intends to place on the Nether- 
lands capital market. 
Sources: De Tijd-De Maasbode, Rotterdam, Nether- 

lands, April 10 and 23, 1959. 


Cessation of Public Works in Denmark 

The increased activity in the Danish economy has 
caused an increased demand for labor, and in order to 
counteract seasonal movements in employment the 
Department of Labor has decided to discontinue all 
public works from May 15 to September 15. However, 
a number of workers may be retained to safeguard 
projects already started and to prepare future projects. 
Certain projects may also be continued in the event of 
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unusually large unemployment, or for other extraor- 
dinary reasons if permission has been applied for 
before May 10. 
Source: Bérsen, 


1959, 


Copenhagen, Denmark, April 29, 


Swedish Foreign Investments 

The total of Swedish foreign investment during the 
period 1955-58 is estimated at SKr 634.1 million 
(US$123 million). Of this amount, SKr 186.7 million 
is invested in the dollar area and SKr 286.4 million in 
countries described as “underdeveloped.” The Swedish 
exchange control authorities grant permission freely 
for investments abroad, when the purpose is to establish 
sales companies for Swedish products or to complete 
the manufacture of semifinished Swedish goods in coun- 
tries where the sale of finished articles is hindered by 
tariffs or import restrictions. Investments in the dollar 
area must either further Swedish exports or otherwise 
result in exchange earnings in addition to direct capital 
yield. The purchase of portfolio investments is not 
permitted. 
Source: Svenska Handelsbanken, 

Sweden, No. 2, 1959. 


Index, Stockholm, 


Exports of Swedish Cooperatives fo Russia 

The Swedish Cooperative Union (KF) has made an 
agreement with Centrosojus, the Soviet cooperative 
organization, according to which KF will deliver shoes, 
rubber tires, electric bulbs, textiles, and steel manufac- 
tures to a value of about SKr 6 million (US$1.2 mil- 
lion) in exchange for oil. Except for the textile and 
steel manufactures, the goods will be supplied by enter- 
prises belonging to the Swedish cooperative movement. 
Source: Swedish-International Press Bureau, Bulletin, 

Stockholm, Sweden, May 14, 1959. 


Finland's Foreign Long-Term Liabilities 
Finland’s long-term liabilities to other countries at 


the end of 1958 amounted to Fmk 100.1 billion 
(US$313 million). Of this total, Fmk 13.4 billion 
represents a liability to the International Bank for 
Reconstruction and Development. Other creditors are 
the United Kingdom, Fmk 500 million; other EPU 
countries, Fmk 43.8 billion; U.S.S.R., Fmk 6.4 billion; 
United States, Fmk 34.3 billion; and Latin American 
countries, Fmk 1.7 billion. Interest payments on all 
foreign loans in 1958 amounted to Fmk 3.9 billion 
($12 million). 

Prior to 1958 foreign private loans in Finland with- 
out state guarantee were rare and almost exclusively 
for purchases of ships. In 1958 medium-term import 
credits (generally from three to six years) were obtain- 
able in several countries, including West Germany, the 
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Netherlands, Sweden, Switzerland, the United Kingdom, 

and the United States. 

Source: AB Nordiska Foreningsbanken, Unitas, Hel- 
sinki, Finland, No. 1, 1959. 


Personal Bank Loans in Germany 

All German banks report a large demand for the new 
small credits which became available in the Federal 
Republic of Germany on May 1 under the personal 
loan scheme. The sums which can be borrowed are 


normally between DM 300 and DM 2,000, and must 
be repaid within six months to two years. To receive 
a loan a customer must show a wage or salary certifi- 
cate and an identity card. Loans are being requested 
mainly for buying furniture and supplementing build- 
ing costs. 


Source: The Times, London, England, May 6, 


1959. 


Middle East 
Economic Unification of the U.A.R. 


The process of economic unification between Egypt 
and Syria is gathering momentum a year after the 
foundation of the United Arab Republic, and recent 
measures herald a more complete economic integration, 
though the establishment of a common currency is not 
expected for some time. 

Between 1957 and 1958 Syria’s imports from Egypt 
increased from LS 14.3 million to LS 25.5 million, 
while its exports to Egypt fell because of the poor 
cereal harvest last year. Tobacco production is to be 
expanded in Syria in order to supply all the needs of 
the two regions. 

The customs administrations of the two regions are 
being unified. A presidential decree, No. 474 of 1959, 
provides for a single U.A.R. Customs Administration 
and a consultative council with offices in Cairo, assisted 
by two regional customs administrations. The central 
office will be responsible for drafting legislation and will 
make recommendations on tariffs. The Syrian Higher 
Customs Council has been abolished. 

In March and April the authorities of the two regions 
held a series of meetings with a view to establishing a 
common program of imports and exports. This program 
is expected to be published shortly. 

Steps have also been taken to ensure closer integra- 
tion of the banking systems of the two regions. The 
Syrian Central Bank has authorized the Misr Bank to 
act on its behalf in all Syrian towns where the Central 
Bank has no branch office, a function that was per- 
formed until recently by the Banque de Syrie et du 
Liban. In association with Syrian cotton exporters, 
the Misr group has also set up an Arab Cotton Export 
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Company with headquarters in Aleppo and a capital 

of LS 2 million. 

Source: Middle East Economic Digest, London, Eng- 
land, May 15, 1959. 


U.S. Aid for United Arab Republic 

An agreement between the Governments of the 
United Arab Republic and the United States provides 
for the sale to the U.A.R. of U.S. surplus agricultural 
commodities totaling US$23.4 million. The commodi- 
ties to be sold include tobacco ($9 million), rice ($5.3 
million), edible oil ($3.2 million), and yellow corn 
($2.6 million). Of the local currency proceeds from 
these sales one quarter is to be made available as loans 
by the Export-Import Bank to private U.S. and U.A.R. 
business firms, one half as loans to the Government of 
Egypt for economic development, and one quarter as 
payment of U.S. obligations abroad and for various 
other U.S. purposes. 
Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D.C., May 18, 1959. 


Compulsory Loan in Israel 

The Minister of Finance announced on May 7 the 
intention to levy immediately in Israel the compulsory 
loan of 1£40 million for which authority was obtained 
a month ago from the Knesset. The loan was intended 
to help pay for the absorption of large numbers of 
immigrants expected from Rumania. Deductions will be 
made from wages and salaries for ten months, ranging 
from I£5 a month for a bachelor under 30 with a salary 
of 1£200 to more than 1£24 a month for a married man 
with two children with a salary of 1£700. Payments will 
also be made by businesses and self-employed persons. 
Source: The Times, London, England, May 8, 1959. 


Industrial Development Bank in Iran 

On March 1, 1959, the Iranian Government, Lazard 
Fréres & Company of New York, and the Chase Inter- 
national Investment Corporation of New York signed 
an agreement for the establishment of an Industrial 
Development Bank. The Bank will have a capital of 
US$5.3 million; 60 per cent of the shares are to be held 
by Iranian private investors and 40 per cent by non- 
Iranian private investors. The Iranian Government will 
put at the disposal of the Bank $8 million free of 
interest for the duration of 30 years. The portfolio 
of the Industrial Credit Bank of the Plan Organization 
of $18.7 million will be put at the disposal of the Bank 
as “Managed Funds” for a period of 8 years. Discus- 
sions have been held with the World Bank and the 
Development Loan Fund with a view to obtaining 
loans of $10.4 million from these two institutions, 
which would increase the capital resources of the Indus- 





trial Development Bank. The Bank will make long-term 
and medium-term loans to mining and other private 
enterprises. Its other major function will be investment 
banking through the underwriting and disposition of 
securities, with a view to building up a capital market. 
Ihe Bank by its statute is barred from engaging in 
purely commercial banking operations. For the first 
5 years it will be managed by the non-Iranian share- 
holder group; after the termination of this period the 
management will be elected by a majority vote of all 
the shareholders. 


Source: The Iranian Embassy, /ran Review, Washing- 


ton, D.C., May 1959. 


Aighanistan's Five-Year Plan 

Activities under the Ministry of Mines and Industries 
in the first year of Afghanistan’s Five-Year Plan 
included the search for oil over an area of 12,000 
square kilometers, for which equipment was procured 
from the U.S.S.R. A survey of coal mines was also 
undertaken and the problem of transporting coal was 
partially solved through the purchase of trucks under 
the U.S. aid program. Geological surveys are being 
conducted to locate new mines for lapis lazuli, brim- 
stone, salt, mineral dyes, clay for making chinaware, 
marble, etc., and a contract was signed for a complete 
topographical map of the country from the air. 

New industrial plants for production of hydroelectric 
power came into production or are near completion. 
A cement plant and a chinaware factory were brought 
into production. Further progress was made in expand- 
ing production of textiles. A  fruit-preserving plant 
with an annual capacity of 30,000 tons of fruit is being 
built at Kandahar. Other plans include improvements 
in the wool industry, repairs and expansion of a match 
factory in Kabul, motor repair shops, an additional 
cement factory, and further expansion of hydroelectric 
power production. An Industrial Bank is expected to 
be formed with a capital of Afg 200 million to provide 
credit for industry. 


Source: Royal Afghan Embassy, Afghanistan News, 
London, England, May 1959. 


Far East 


Coins in Korea 

Coins will be introduced as currency in South Korea 
on August 15 for the first time since the liberation of 
the country from Japan. The Bank of Korea has stated 
that 10-hwan bronze coins and 50-hwan silver coins 
will probably be manufactured by the U.S. Federal 
Mint. 


Source 


The Journal of Commerce, New York, N.Y.., 
May 19, 1959. 
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Viet-Nam and Japan to Sign Reparations Agreement 

It was announced recently in Tokyo that a repara- 
tions agreement with Viet-Nam for US$55.6 million 
would be signed on May 13. According to this agree- 
ment, Japan will construct a hydroelectric power gen- 
erating plant on the Danhim River, and Japan will 
withdraw the demand which had been put forward 
earlier that an assurance of most-favored-nation tariff 
treatment should be a part of the agreement. 
Source: The Journal of Commerce, New York, N.Y., 

May 8, 1959. 


Japanese Credit to Yugoslavia 
An agreement has been signed in Tokyo for a credit 
of US$10 million which will be used by Yugoslavia to 
purchase certain Japanese products, including specified 
industrial equipment. 
Source: Nihon Keizai Shimbun, Tokyo, Japan, April 14, 
1959. 


United States 


U.S. Interpretation of the Implications of Convertibility 
At the 14th Session of the GATT Contracting 
Parties in Geneva on May 12, Mr. Beale, the Chair- 
man of the U.S. Delegation, stated that as a result of 
the establishment of external convertibility by European 
countries at the end of last year the phrase “dollar 
area” had, in a broad and practical sense, broken out 
of its old geographic definition and, in effect, come to 
include the United Kingdom and a large part of the 
continent of Europe, as well as countries in other parts 
of the world which are members of the currency areas 
centered in Europe. The establishment of external con- 
vertibility has generally removed the distinctions that 
existed for two decades between the currencies of the 
dollar countries and other currencies, and thus has 
ended the relevance of this distinction to trade policy 
and to the appraisal of balance of payments and 
exchange reserve positions. In the view of the U.S. 
Government, the recent convertibility measures have 
created a new setting for commercial policy. As incon- 
vertibility has given way to convertibility, so discrimi- 
nation and bilateralism should now give way to non- 
discrimination and multilateralism. The advent of con- 
vertibility, Mr. Beale said, has refuted whatever finan- 
cial logic may have been found in trade discrimination. 
Source: European Office of the United Nations, Press 
Release, Geneva, Switzerland, May 13, 1959. 


Export-Import Bank Credits in Local Currencies 

The Export-Import Bank of Washington has an- 
nounced four additional credits in local currencies 
which are authorized under Section 104 (c) of Public 
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Law 480. This law authorizes the Export-Import Bank 
to receive, for lending to private enterprises, a percent- 
age of the local currency proceeds derived from U.S. 
sales of agricultural commodities. A subsidiary ot 
Socony Mohil Oil Company will receive Dr 15 million 
(US$498,000), repayable in three years, for investment 
in Greece in facilities for storage and distribution of 
petroleum products. In Italy, Lit 625 million ($1 mil- 
lion), repayable in six years, will be made available to 
assist in financing the construction of a supermarket, 
a bakery, and an ice cream plant in Milan. Two credits, 
both of which are repayable in five years, will be 
granted in Peru, one of S/. 15,650,000 ($650,000), to 
help finance the construction of a malting plant which 
will improve the Peruvian market for U.S. barley, and 
one of S/. 2,200,000 ($91,000) to finance the acqui- 
sition of buildings and equipment for the expansion 
of the manufacture of shoes. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., May 8, 1959. 


U.S. Restrictions on Oil Imports 

The U.S. Government action to place mandatory 
controls on imports of petroleum and products in 
March 1959 (see this News Survey, Vol. XI, p. 291) 
had a noticeable effect on imports in April. Imports of 
petroleum products fell by 60 per cent, from an aver- 
age of 1.3 million barrels daily in March to 550,000 
barrels daily in April. Imports at a reduced level are 
expected to continue in May and June, according to a 
report of the U.S. Department of the Interior. Imports 
of crude oil also fell in April to an average of 760,000 
barrels daily, compared with 940,000 barrels daily in 
March and 1,052,000 barrels in February. The report 
forecasts a 900,000 barrel daily average for May and 
June. 
Source: The Wall Street Journal, New York, N.Y., 

May 15, 1959. 


Output in the United States 

Gross national output in the United States rose by 
3 per cent to a seasonally adjusted annual rate of $467 
billion in the first quarter of 1959. Compared with the 
low point of the recent recession in the first quarter 
of 1958, this was a gain of almost 10 per cent. Almost 
three fourths of the first quarter increase this year was 
accounted for by net accumulation of inventories ($5.7 
billion) and higher personal consumption expenditures 
($5.0 billion). Government purchases rose by $1.5 
billion, mostly by state and local governments, and there 
was a similar increase in housing construction outlays. 
There was a net import surplus of $300 million in the 
first quarter of this year, contrasted with an export sur- 
plus of $460 million in the fourth quarter of 1958. 


Industrial production in April rose by two points, to 
149 per cent of the 1947-49 average, exceeding the 
previous high of 146 per cent in February 1957. The 
increase was widespread, with output of durable goods 
rising faster than nondurables. Steel output was 93 per 
cent of capacity in April and building materials reached 
a new record. There were significant increases in output 
of machinery and motor trucks, while production of 
consumer durables—furniture, television, and automo- 
biles—also rose. 

Source: The Wall Street Journal, New York, N.Y., 
May 18, 1959. 


Latin America 


Colombia's Customs Tariff 

A new customs tariff was introduced in Colombia 
on May 10, 1959, which increases the average incidence 
of the tariff from 20 per cent to 25 per cent ad valorem. 
The 10 per cent remittance tax previously made effec- 
tive through the exchange system will be incorporated 
in the tariff; increased emphasis will be placed on ad 
valorem duties; the number of tariff items is increased 
by nearly 700; customs duties are eliminated for agri- 
cultural machinery, fertilizers, insecticides, essential raw 
materials for the pharmaceutical industry, some hospital 
supplies, and natural and synthetic rubber, and reduced 
for petroleum sulphur drugs, transportation 
equipment and spare parts; and increased tariffs are 
imposed on a wide range of agricultural products. 

In general, the duties on goods considered to be 
“essential” have been maintained or lowered, while 
those on goods of a kind already made in Colombia 
have been increased. A Council on Tariff Policy has 
been established to advise on future changes in the 
customs tariff. 


fuels, 


Source: El Tiempo, Bogota, Colombia, May 10, 1959. 


Other Countries 


Increase in Australia’s Quota in the Fund 

The International Monetary Agreements Bill 1959, 
which authorizes the Australian Government to consent 
to an increase of 50 per cent in its IMF quota and an 
increase of 100 per cent in the Australian share of the 
subscribed capital of the IBRD, has passed through all 
stages in both houses of the Federal Parliament. 


Wool Prices in Australia 

Wool prices rose sharply in Australia during the first 
three weeks of April, the increase since the low point of 
the season in January being estimated at 37 per cent. 
Demand from all major buyers strengthened as it became 
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apparent that the low point in prices had been passed. 
Stocks of manufactured, semimanufactured, and raw 
wool in the leading manufacturing and exporting coun- 
tries are being cleared, and manufacturers are ready to 
begin restocking. Increased orders from Eastern Euro- 
pean countries also gave a fillip to an already competi- 
tive market. 

Source: Bank of New South Wales, Wool Notes, Syd- 

ney, Australia, April 24, 1959. 


South African Gold Sales 

The first sales of gold by the South African Reserve 
Bank under the recently announced facilities for sales 
to private buyers outside the sterling area (see this 
News Survey, Vol. XI, p. 348) were made in the first 
week of May to Union Acceptances, acting on behalf 
of Samuel Montagu & Co., for shipment to Europe. A 
discount of 4 cents an ounce has been allowed on the 
buying price, which meets the difference between costs 
of purchases in South Africa and in London which 
would otherwise arise from freight charges for a ship- 
ment from London to the Continent. 


Source: The Times, London, England, May 9, 1959. 


Decimal Coinage in South Africa 

The Director of the South African Mint has stated 
that coins now in circulation in the Union of South 
Africa will continue to be used at their equivalent deci- 
mal value when the new decimal coinage system is 
introduced in 1961 (see this News Survey, Vol. XI, 
p. 283). Since 1923, the South African Mint has 
struck about 600 million coins of all denominations, of 
which only about one half are believed to be still in 
circulation. 
Source: South African 

May 1959. 


Scope, New York, N.Y., 


Gold Mining in Southern Rhodesia 

Gold output in Southern Rhodesia in 1958 was 
554,838 fine ounces, valued at £6,950,302, -slightly 
more than in either of the two previous years. How- 
ever, working costs have increased considerably, and 
many small workings are reported to be operating on 
the barest of profit margins. One mine which had been 
producing for 27 years closed in November. 
Source: Barclays Bank D.C.O., Overseas Survey 1959, 

London, England. 


Ghana's Exchange Relations with the CFA Franc 

The black market currency practices arising from 
unrecorded trade between Ghana and French West 
Africa are discussed in an article in the Bulletin of the 
Ghana Economic Society. Official records show that 
in 1957 Ghana had a large trade deficit with its French 
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neighbors, imports amounting to £G 3.2 million and 
exports amounting to £G 0.3 million. For January- 
September 1958 imports were £G 2.0 million and 
exports £G 0.4 million. Unrecorded exports from 
Ghana to French West Africa, including remittances of 
migrant French West Africans working in Ghana, are 
estimated at about £G 5.5 million per annum. This 
situation explains why the CFA franc is at a discount 
in relation to the Ghanaian pound. Most of Ghana’s 
trade with French West Africa is financed through 
black market dealings in CFA francs. This is almost 
inevitable when the official rate of exchange is 690 
CFA francs (588 CFA francs prior to the devaluation 
of December 1958) per Ghanaian pound, while the 
black market rate is 750-800 CFA francs. 

The article suggests that there is a strong case for 
legalizing dealings in CFA francs through officially 
recognized markets. This would entail an amendment 
of Ghana’s exchange control regulations to make the 
export and import of CFA francs legal up to any 
amount. At present both exports and imports of francs 
are restricted to £G 5 worth of notes each time a 
traveler enters or leaves the country. Any dealings in 
CFA francs are illegal except through a bank, and the 
banks will not buy CFA francs, as the authorities in the 
territories where they circulate are unwilling to repatri- 
ate CFA francs that left their territories illegally. It is 
maintained that, even should the authorities continue 
in their refusal to repatriate their currency, a free 
market in CFA francs would still be practical; without 
the cooperation of the authorities a black market flour- 
ishes at present. The banks in Ghana, it is argued, 
should be permitted to fix their exchange rates and 
dealing margins so as to avoid accumulating CFA francs. 
If CFA francs were in fact accumulated, they could 
probably be disposed of on continental note markets in 
Europe. 
Sources: West Africa, 
and 11, 1959. 


London, England, April 4 
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